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DISTRlBUriON  OF  FINANCMt  ACCIMTUTIONS  (»,  STATE -BOTB^RISES  IN  ^INA 

£  PoTlowihg;  lai  th#  translation  of  an;  article  by  N.  ,  •  ;,  k 

Obblenafcti^  inNlnansv  SSR.  N04  4^  Moscow^  1961*  s 

^ .  '  ijagbs'  70^76,;^ ..  .  •  I'-;."  )  ,,■  ■' V,;-  v  .v-’' 

*  The  diineae  j]^ople|^  the  guidance  of  the  CODmuRisi  Patty^ .. 
are  auceess  fully  auSlioiint^  the  oebtuty  long  econcanic  backWhrdneSa  .  ' 
of  the  cpiiatry, ,  A  i»Wirf«l  nibdern  iiidtlSSfy  la  being  created,  abd  the 
aocialiet . relaf io^nipS*  hSyfe  ->ecoiiie  f  1  tiiiiy  ^  4%the  village ; 

The  aociiiiiat  ■'arySieffl  .bf '''jprodiictibn  pfSieatea;:  ili  brhhchea^^^  - 

national' ''^conc>my:;;'|.'kiitidiitl,  sbbiali|t  0«sCup^ei,|kkoSlihitit^  . 

'poaitlbn.’in/ihdUatiy,  -triibaiiortatibkf  :4hd  :iiiioctirfeiBb!Hfrii'l5^H#^  '■ 
atandai^  pf/U  tke  pfeopie  li  steadily  riaitig; and  the  i^iiural 

revoluiipiii' 'is 'being 'cd^ueted^:On'  a'kide’4cont«/-^^  ■  ' V  ,  . 

'  Tiig  Sigip  Budget 'bf  China' 10"  a -'rtvldvgeneTaliaed^eacjptesaion^;... 
6i  the.  iUcciaa^dl  building  of  aocialiatt;  'The  rapid  tetnpoa  of  devel'**> ; 
opmeiit  pf  all  the’  branchPa  Of  the  national  ecPnony  aaaure  its  atgady' 
expanaipn,  ii^  from  the  following  datai 


s.-iVear. 

''^Reve-nuea  *  .■  ..’■v,. 

f-isillion  yuan)  , 

Bxpanaion . 

, , Expenditures  . 
(pillion  yuan) 

''  ^p'atBloh' 

..'''■'in'% 

1950  ‘ 

'•6,^519' ■■ 

160.0  V  " 

6', 808" 

r  -;-'  ii,  •; 

/'■■'ipo';;.; 

1952 

17,560 

i69.4 

"  '16,787.;'';":.; 

246,6': 

1957 

.31,019 

7 

475.8'';;'’:. 

'  ;  ’  ^9,029 

426.4. 

1?5« 

.'.?41.,863r;i-, '.V^  ' 

--^1^2.2;:;;';'.:; 

;.,;’;4p.i964 

';.' 901.7':..., 

1959  , 

; 830,9.; 

;;’^^52',771  ■'  : 

975,1 

I960** 

..C  .''7q,^o;  . ' 

''’i;,b74.i 

■„.:;7Q^(D20"' ,...  ■ ;' 

1.028.5'' 

..b 

^Without  tranaferadile  budgetary  balanceaW  ' 
**Aceoi?ding  to  the  eatabliahed  budget^^ 


-1^ 


■■■■  ■njFrf  ;f' j 


The  social  economic  structuire  of  the  state  budgetary  revenues 
and  expenditures  underwent  a  radical  change,  which  was  brought  about 
by  the  accelerated  tempos  in  the  expansion  of  the  national  product 
and  the  national  income,  the  expatisien  of  socialist  production  rela¬ 
tionships  as  well  as  the  develojment  and  perfection  of  national 
property. 

At  the  present  time  the  receipts  from  the  state  sector  perform 
a  decisive  role  in  the  Revenue  portion  of  the  budget.  In  1950  all  the 
payments  made  by  the  State  enterprises  accotmted  for  3^.1%  of  the 
total  budgetary  revenues,  vrtiereas-  ih ’1958  their  shate  'increased  to 
83.9%,  and  on  the  basis  of  the  plan  foj:  1960  they  reached 
profit  taxes  and  payments  according  to  the  unified  industriSl-trade 
tax  in  1959  amounted  to  8^  of  the, overall  revenues  of  the  budget, 
and  in  1960  they  accounted  for  no  less  thari  86%.  _  - 

The  significaiide  of  the  state  budget  as  a  sbufce'  bf  finhiiciai 
support  for  the  expanded  ‘aocialisi  liiodnctioh  •i^rea|Sd  coniidOrSbly.- 
In  1950  the  expendittirbSi  in  inatioHdl  economy  ahd  sftdUl- cultural  v 
measures  did  not  exfeedd  Whibibad  in  1958  the  share  of  expettdi* 

tures  for  that  purposei  ifeltKling  the  allotment  for  cbnsolidating  the 
credit  reso^tcel  of  the  People*s  Sank,;  increased  to  7«.7%;  In  I960 
almost  82%  bf  ail  the  funds  available  to  the  state  budget  were  chan¬ 
neled  into  the' national' economy  and ' the -Social  cultural  measures. 

Appropriations  for  capital  investments  account  for  a  large 
share  of  the  state. budgetary  eXpendituresr  during  the  First  Five  Year 
Plan  49. 3  billion  ynan,  or  37%  of  all  budgetary  expenditures,  Wbre 
spent  for  that. purpose,  in  1958-1959—48.1  billion  yuan#  or  almost 
52%  of  overall  expafiSituresm^le -during  those  years  by  the  budget.* 

A't  the  same  time  expenditures  for  administration  and  defense  of  the 
country  decreased  sha^ly;^  their  share  in  the  state  budget  decreased  . 
from  60.8%' in  1950  to  12. 7^  in  1960. 

At  the  same  time  the  net  profit  (supplementary  product)  ere-, 
ated  in  the  state 'sector  is  the  basis  of  the  state  bnd'get  .of  China  and 
is  a  decisive  arid  a  "steadily  increasing  source  for  financing  the 
expanded  socialist  production.  -Net  profit  assumes  the  following  ' 
forms:  profit,  unified  industrial-trjade  tax,  and  a  .Ipc^l  supplement 
to  that  tax.  The  major  part  of  the  profit  is  paid  into  the  state 
budget;  the  balance  is  used  by  the  enterprise  for  the  satisfaction  of 

certain  requirements,  ■  . 

The  unified  industrial-trade  tax  is  a  centralise^  source  of 
net  piofit  for  the  state,  i.e.  that  part  of  it  udiich  is  fully 
t rated  in  the  hands  of  the  government  to  be  used  for  national  needs. 
The  local  supplement  to  the  unified  industrial-trade  tax,  abich  may 
be  imposed  by  the  local  governmental  organs  in  amounts  not  exceeding 
1%  of  the  total  tax  does  not  differ  from  the  net  centralised  profit. 
The  difference  consists  of  the  fact  that  such  funds  are  nsed  outside 
of  the  budget  for  the  satisfaction  of  local  needs  in  the  sphere  of 


♦In  rh^na  capital  Investments,  stipulated  by:the' state' plan  for  the 
development  of  the  national  economy,  are  fully  covered  by  budgetary 
appropriations • 


econo^e  aifi^  citittiral  constraction; 

3^  of  distribution  of  the  pure  income 

does  net  aiter  its  social^ecoBomic  content  as  the  cost  of  a  product 
created  by  sapplenentary  labbr  for  society,  whose  size  depei^s  on 
the  growth  of  production,  product  sales,  and  a  decrease -in  its  cost 
of 'iiroduction. '' 

The  expanding  ntt  profits  of  the  state  industrial -enterprises, 
transportation  aiid  co#>unicStion,  trade  and  procurement,  asi  well  as  , ,  ' 
of  the  other  branches  of  the  national  economy  are  characterized  by  ' 
the  following, 'dafas* 


Overall  ■  Bxtwti-  ,  >  ^  ,  Unified  industrial*^ 

Year  ^  .■  .  ■  -  ■  ; -■■Revenue. , trade  tax--'  ■ 

•  ( biltion  in  %  '  Amount  ;  Bxpan-  Share  Amount  fixpaw-  Share 

yuan)  -  (billion  sion  of  (billion  sion  of — '  < 

yuan),  in  %  oVerall  yuan)  in  %  overall,^ 

-  S.UDi,  %  -•''.sum;,  %■  ■ 

1957  :21.43  .  100;(1  /  12^  S7.4  100.6  42^^^ 

1958  ;‘34.96  163a  ,  ’22,82":^; ^2.14  i32.8  ’  34.7 

1959  4'?.83  223.2  .  33ap\  ;:269.^  69*2  14.73  161,1  ,  30.8 

I960'  \  ^  - 

(plaril  63.d6  298.di  v.4S4l  -  71i 5  •.18.25  199*7  28.5 

The  share  Of  the  unlfi^'  industrial'^trade. tax;, with  considera* 
tion  for  the  profit  by  the.JP^i>le»8  Bank  in  the  b^yerall*  pet  profit  in 
1957  amounted  to  40.7%,  in  i959-«‘28.8%  and  according  tO 'the  plan  for 
1960~2S.4%.  '  •••,..■■  '■;/ .  •’■••  -v '  ^  ■' 

The  rapidly  growing jiet  profit  of  the  state  ShferpriseS' as  ai 
vdioie  and  the  relatiopship  amoiig  the  forms  of  itS;  distr>.buf ioh  are  . 
conditioned  on  the  one  hand  by  the  growth  of  the  quantitative  indices 
and  their  reactions  and  the  decrease  in  the  withholdings  in  production 
and  circulation,  and  on  the  other  hand,  by  the  financial-economic. 
peculiarities  of  the  inter-relationships  of  the  enterprises  and  the 
State;  The  gross  industriaS.production  increased  2,2  times  in  1959 
by  ecmparison  with  1957,  cargo  ship»ezts  by  railroad  increased  almost 
-twofold,  the  retail  trade  turnover— almost  by  orte-third  Snd  so  on. 

The  profitability  of  thejmscbine  building  and  the  coal  industry,  of 
the  state  trading  and  other  branches  increased  during  those  years* 

The  peculiarity  of  the  financial-^econoinic  inter-relationships 
of  the  enterprises,'  which  are  functioning  on  the  basis  of  economic 

♦Excluding  the  profit,  of  the  People’s  Bank;  the  unified  industrial- 
trade  tax  includes  the  local  supplement. 


.c=.ontabiU.y.  »lth  ge 

ments,  operational  expenses,  ttimove  <  -  v  ^  for 

the  needs  for  are  provided  by  bank  credit 

indnstry.  trade  and  StSS^lnits.,  In  conr 

Ta:.":?  Se^ieSiM-Sod. 

accordance- with  the  development. of  the  state 

the  principal  one  of  nhich  “^Slist  sector  of 

sector  and  'l^ftsaaiion  of' tW  Chi^^^  People's:  Repub- 

the  economy.  ABasic  positions  Pe^  to  the  Con- 

lic*^in  January  e+  Tav  Polity*’  were  established*  Ih  place 

duct  of  the  State  Tax  Policy*  vre^  «s  ^ 

dity  and  industrial  s^iSes,  ta*  on  buildings, 

interest,  ter  on  certain  ‘W*‘  transactiona.  tar.On 

srsi“gbjS!Th^  .“i^t“-  ~  raj; 

‘"ouS^gVuSASeJry^r  t‘b: 

to  further  perfection;  the  levies  ”  This  complex  system 

princi^e  of  "^erous  ta  e  d  the  enterprises 

was  used  to  regulate  tne  rxna  t+m««  characterized,  by  numerous 

in  all  the  social  economic  ff*""'  ShS  of  receiving 

tax  p.ym«.ts.  ”R"y  ets  ^ich  » 

“"r*nErBirH5S 

tSa'-fSa^nra^oiS^ic'lat^ 

economy  having  many  facets  and  a  rather  hi^itica 

commodity  production  vhxch  ®*t®  ®_  ®  -  socialist  transformations  in 

The  successful  8%apid  growth  and 

industry,  trade  and  other  ^  indicated  that  the  existing 

perfection  of  a  ®*®*®s J  °ffective^actor  for  the  consolidation 

tax  system  is  not  a  ^bilizatioh  of  the  accumulations 

SSnSUrises  nndar  tha/budgati  Tha  necessity  to 

the  G^erj«rt 

iorbrievied^tem^rafily;  these  taxes  are  not  being  levied  to  date. 


4- 


tfr^'se  a«.'weli;  fjreatt  ».  taai^i^rlfal  , 

systen  fy't,  the  peyiaeiit  uf  taxes  1>y  the  ent^tpriaes  to  teview  tlh® 
ihter-reiatiohihii>  ijetw^  taxaWe  aitid<noft-taxabl,e  meth^s  of  .dia*- 

tributijag  th^  aci, eolations,  keeping  in  liind  ^tlati  the  function. of  the;, 
t|ixati<m  system  is  to  gi^^  govetn^nt  the  major  portlon-of -the  .  ,. 
'.pro‘fit'"o#.the  ehterprises^^ 

TOe  ifirst  i^tt  of  the  task— 'the  simplification  and. unificati^ 
of  the  system  of'  taxation  was  resoived  in  September 'Of  1955  ;when.*the 
dtaft  .re^rdit^  the  unified  industrial-'trade  tax  whs  adopted* ,  j®his  . 

.  tax  unlfiess  the  homraodity  tax/  the  fcoBjpodity  taihover  tax, -  then  stapp,  ,. 
tax,  tax  rates  ^hir  the  taxation  of  the  turnover  of  finfal^  jiroducts, 
of  commodities  and  the  receipts  f eom  n6iy*corawodity  services ; are.  deter- 
roineif  on  bases  established  on  the  amalgamation;  of  four  PiteyiohSly, 
levied  taxes i  taxfeS  Were  lumpeii  into  a  single 'payment  and  i*yy  ®h  the 
turnover  in  the  sale  of  commodities  and  the  extension  of,  ixini^^imi^ity 
'  aeryicesV:  '  ■'  v  '  'x-  • 

The  alteration' of  the  tax  system  somevdiat  decreased  thp  sfs^i"'  - 
ficahee  of  the  taii  melhtld  of  distributing  net  profit  of  rthe  atfate 
ehterprises ,  eveh  thfep^l  With  its  hld^-i  certain  portion  of  the  net 
prof  it  from  ail  btaheheS  is  dlstribWt^,  that  from  the  heavy  and  light 
industries,'  raiitoadf  trahsportationj-'.-etc^.-  A  decrease  tn,  the  ■Signtfl'T, 
cance  of  the  tax  me'thbd  of  distribution  ym#  conditioned 
rapid  tempos  in  .the  growth' of  production  apd  the  sale  .pf  the, products  , 
of  heavy  iridustry  that  are  taxed  to  |  lesser  degree  without  a  change 
in  the  rates  of  the  linified  ihStistrial-^trade  tax.  At  the  -Machine  . 

building  enterprises  under  Central  jurlsdietlon  the  sale  of  finished  - 
products  increased  3.25  times  in  1959  as  compared  With  l9?f;  ,the- 
profitableness  increased  cbtrespondlhgly  to.  d7, 5%  as  compared  ^Jh  . 
39,1%.  ProfitabieneSS  at  the  entertnrises  of  ;the  coaivind«»**T^  “^’der 
central  jurisdict ion'  amounted  to  4Si5?%  i®-*  1^59  as  compared  With;  10 ,  d%  , 

in  1959,  with  a  cohsidefation  Of’ the -rise  of  wholesale  prices,  and 

at  the  enterprises  Of  the  Ministry  of  tight  industry,  it  rose  to  76,8% 
as  compared  With' 5'6.7%V-'  ^ 

At  the  present  time'  exper^^  being  gained  in  the  applicac 

tion  of  the  new  Systeira  of  taxation  for  its  further  perfection.  l^lud- 

ing  an  change  in';  the,  level  "of 'tax ''ra^^  .  r 

.  The  profit  of  state  enterprises,  which;iH  :1959  were  tr^ferred 
to  the  system  of  economic  ’iccouhtability,:  'was  divided  iinto  two  parts* 
i>  d^uctions  of  up  to  f 3. 5%-  from  the  planned  profit  and  40%  of  venceas 
profits,,  ydilch  was  left  at’  the  disposal  of  the; enterprise  aftet;- they  , 
completed  the  state  plan?  premium  and  soclel-^welfare  funds  for  the.  , 
enterprises  Were  formed  oh  the  basis  of  the  deductions?  .2)  the:Othpt 
part  of  the  profit  after  deductions  from  the  planned  and  profit, in 
excess  of  the  plan  and  the  settlement  of  plan  Ipases  vm  paid  into 
,  the.  state  budget"  in  it's' entirety, 

^e  financiai-econOmic  inter-relationships  between  the  enter-,  ^ 
prises  and  the  State  which  were  formed i  where' almost  all  of  the  profits 
,  were  paid  into  the  budget^  and  the  expenditures  for  the  expansion  of 


productioti  Ws  fitiaticetf  •  iL  Sndl  of  th7 

the  need  i(i  ctoacehttate  the, .financial  resources  in  ^ 

government  fht  their  eJciMsnditure  ^ 

associated  ifitli  ther  developtftent  of  pr&ductioa*  failed  $0  ^  aASVwMi  • 

economic  ejiiting.  otdet  ,  in  t««  -ift-li-. : 

s“i^S3  Ei%.^~SHlMsHa 

£TM=1Sl;feitfcs4^Clg:S^^^ 

of  funds  that  are  subject  to,  release  *®J*^®/^®nrbefore  the  25th  . 
the  planned  profits  of  >an  enterprise  muSt  P®  ^  ^  ftth^bf  the  ^ 

Hil?S^S?liPSSflyir||~ 

hv  the  15th  or  the  20th  of  the  follovung  .month.  ^ 

"  Me  peopl€»S  provin^al  comwittees^i  the 

IM  o"tKe  .nount  of.  the  pst^ent,  and  the  ““lition  of  eco^ie  aetivl 

ceUSn'c^Iuer.S"eMaln'?5S  -  ' 

tiW  and  activity  of  tha,enterBtUea  in-thelrjt^ela^f^  ,„5-the.,eon- 

certain  p^pMes.  «  ,  .  ^  i^ductiois'  from  profita.  eatablished;  foi  a  . 

ti,e  yeS  pSiS!  ^ere“.ter.lned  on  a  differentiated  baeia  f« 

pSe«  ohder  the  varlooa  a,ihl.lrie»^and  btPartnerta  b.a«l.^»J^:t“,„ 

St'ilitafibh  of  the  ,follo«|inf  ^”!  *^i;;;!i!ol!.ote.ational  .. 

(1953-1957):  budgetary  appropriations  for  technical  organ 


measujres ,  the  aaaiinilation  of  «f  pWdtJCti^nj  -meMafes  for 

the  protection  of  lat>or  and  safety,  fechiaidties*' l^he  acghieitlon  of 
petty  basic  funds?  deductions  iu  ,thfe  estkbll^  premiums  , 

and  deductions  from  profits’ in  ess  of  %he  pian*  ,The  deductions  ?  ; 
from  profits  were  established  ^  the  f  of  lowing  ancnMit^^  for  enter-  . 
prises  of  the  heavy  industryr^iftoro;'?.$<i%  Cthe  Ministry  of  the  Wood  • 
Working  Industry)  to  28i08%  (Mihietry  of  Building  Materials);  fot  the 
light  industry  from  8 V337.  (Miniitrf  of  the  Textile  Industry)  to  ;  - 

10. l«i  (Ministry  of  Light  Industry);  for  water  resources  and  agrt-^^^ 
culture-*f tom  25%  to  50%;^  transportation  and  communication  from  e.41% 
(Ministry  of  Railroad-Transportation)  to  50%  (Civil  Aviation  Admin^f;  ^ 
Ist ration) ;  for  the  OnterpriseS  under  the  Ministries  of  Tridf  aiW  ^ 

Foreign  Trade— 3,07%  and  3.53%,-  '  v’ ."i,' 

In  accordance  with  the  principi*  of  utilizing  the  major  portion, 
of  the  funds  for  production  ;With  a  concurrent  ^npern  for  the  welfare 
of  the  industrial  brofessionai  and  office  workers  it  was  estabrished-  . 

that  the  deductions  from  the  ^ofits  :  are  spent  for  the  f^l^  ' 

'  { 7.')  For  the  four  ty^ieiS  0^  expenditures  that  hf  ve  to  'made  by 

the  ijiitsrprisesr^ich  include  expenditures  for  the  acOulsitiOtf  u 
new  basic  meaiis  *  f Of  the,  Conduct  of  technical-organizational  mesaures  t 
for  the  assimilktiOn-Of  hew.  types  of  pric^ucts,  raeae^rss  for  fhe  p 
tection  of  labof  ahd  for  the  .safety  measures  SS  ; well  as,^  fo.r  thO  acOui-. 
sition  of  misceiTaheous  inven^p^  and  for, the  const rucfiorf  ^ 
fied  warehouses  fOr^the  trading  organ%ations.  ; 

(b)  For  thO  settlemeht  of  the  gap  :in  t,urnoyer  fu^s. '  -  J  : 

(c)  For  the'  financing  of  capital  investmeHts. ’  ■  •;, 

(d)  For  prizes  ini  sociallsi  competitions  and.  fof;  of 

that  are  not  included  in  the,  wage  fund  f  an  woH  e3di)«nses  nsso- 

elated  with  the  welfare  and  assistance  funds  for  the  workets  ^  em^: 
ployees,  vvho  are  in  a  difficult  matefial  position.  .  The  expenditures, 
for  these  measures  must  not  exceed  5%  Of  the;  wage  fund  ,  of^  a  given 

Th-i  dedyc'tions  from  profit  may’be  used  for  administ'ratlve— 
management  Oiid'  either'  non-prodiuctive  expenditures.,:  ,  ‘  ^  ' 

The  GOVerririrOTt-  Council  KNR  (lataySkaya  Marodnaya  RMpUblika— 
People’s  Republic  of  China)  also  adopted  other  decisions  that  pri^ 
cipally  regulated 'the. method  of  using  the  deductions  from  the  profits 
the  enterprises  ,^and..mioistries  must  compile  a  plan  ehpv^ng  the  receipt 
and  utilization;  of  deductions, -from  profits,  vtoich  in  suttHoariZed  form 
is  presented  by  the  apRtopriate  branch  ministries  to  the  Ministry  of 
Finances  fot  inciusioja  into  the  state  budget ;  deductions., |!fi.at  were  not 
sp6nt\ during  the  cu^tent  year  are  left  wj.th  the  enterprise^  for  ,fur^ 
,ther  utilization^  when  the  indices  established  by  the  government,  are 
not  fulfilled  by  the  enterprises  the  amounts  of  the  deductions  for 
expenditures  pertaining  to  the  raattar  of  raising  the  Weifaxe-of  - the , 

♦Basic  means  in  Sii»  include  equipment,  instruments  znd. other  material 
valuables  that  function  for  not  less  than  a  year,  and  cost  500  or  more 
yuan. 


....  :.-7. 


workers  and  e^loyees  must-be  the  workers  and 

sentatives  of  into  talSitat  p^duction 

inest  the  deductions  ,froro  aiid  apent*  only -ut^er  its 

control,  and  tlie  bMic  ^|l^th?«ntlrptise,  knd  the  aibortization 

included  -  into  dl  tM  deductions  from  ■ 

fund  is  added  to.. it;,. t^e  *vii-ial  changes'  in  prites,  tax  rates  ■ 

change  -i|f  Si^  and  central  departments  may 

other  objective,  re^oj^s,.;  the  «  amon?  the  enterprises  and 

fe4,tgib,tb  ;thb 

utilization.  .„ii«  made  in  full  on  a  monthly  basis 

,  ,  ,  Tlie  dednctionf  art.os^U.Y  ®®  profit  actually  re- 

witbin  ibe  estabUfh^  aji^^ts  acc  ^  y^g^.  final 

ceiyed  profits  according  tb  the>  annual 

ml  the  awbcted  a«.bnf  in  the  report  ■  , 

.pertained;  to  ibe  en-terprim:  ,eco  _  g„^®economic  organizations 

itttisdiction*  As  far ,  ad  ;t^^  ^  ?+he  ri'^ht  to  resolve  the  prob- 

.  iimder ;  local  jnrisdi^jti^^^  *^,i^mUihbd  of  the*^deductions  was  delegated 

dem  pertaining  .i®  f  tlib  Ipb^^d^r i44e  jirovirices  > , 

to  the  People’ 8, committee  of ^tne  app  p  ^^^^  tdiole  a  method 

regions  and  ciHas  .dnder  cfntral  economic  drgjniza- 

of  deductions  f rom ; pr.pf  its^f®^  Lstablished  analogous  to  the  .  method 

•.sas^4nss@.-|4: 

freedom  in  spending  the  r  new  method  of  deductions 

As  a  result  o^  the  fficant  portion  of  the  profit 

fro«  profit,:  rtattiM  the  whole  elightlj  higher 

procurewe^rrelhoet 

,  **•  o....r»one  irow  P^fiV  ete  cherectetirea  hy  the  foUoW^f 


Year 


To^^al 

Sumfbil-  Increase 
lion  yuan)  in  %Ar 


.'■  Includin«^  '  '  '  ' 

■  ■  „w...trv  Treae  .nh  PfopupaSSt 

Sun  (bile  'increase  sm  ll’H"  :...  ;  , ■  « 
lion  iol  lion  Tuen)  .  »B 


1958  ?p970 

1959  3,999 

1960 

(plan):  .5,666 


•lod.o;. 

134  i.  6; 

190.8 


2,181 

2,924 

4,250 


100.0 

134.1 


100^0 

130.7 

■■'  ''i  ■ 

170.0 


194.9 


The  major  portion  of  those  funds  is  channeled  into  capital 
investment  connected  with  the  acquisition  of  equipment,  the  expansion 
and  reconstruction  of  the  operating  enterprises  and  the  construction 
of  new  projects:  Expenditures  for  those  purposes  are  made  in  addi¬ 
tion  to  the  provisions  of  the  state  pl4n  of  capital  investments  and 
the  appropriations  established  by  the  state  budget  on  the  basis  of 
plans,  adopted  by  the  ministries  and  branch  organs  of  the  provinces, 
autonomous  regions  and  cities  under  central  jursidiction,  as  well  as 
by  the  ehterprises  themselves. 

The  practice  of  establishing  and  utilizing  the  deductions  from 
profit  along  with  the  rapid  development  of  a  number  of  branches  called 
for  some  further  refinement  of  the  existing  order.  In  order  to  ^ 
assure  a  more  efficient  utilization  of  the  material,  labor  and  finan¬ 
cial  resources,  to  be  able  to  concentrate  roqre  forces  and  funds  on 
the  task  of  fulfilling  the  state  plans  and  especially  for  the  building 
of  most  important  projects,  it  was  establish^ed  at  the  beginning  of 
1960  that  capital  investments  based  on  the  Reductions  from  profit  may 
be  accomplished  after  permission  iS  qbtaihed  from  the  state  planning 
organ.  In  that  manner  these  funds  Will  be  Rsed  with  an  even  greater 
effect  and  rationality,  inasmuch  as  capital  const iructioh  bn  that  basis 
must  be  included  into  the  national  economic  plans  and  in  the  plans  of 
the  local  People’s  Committees  with  the  establishment  of  expenditures 
in  above-limit  and  below-limit  construction  in  the  proper  order* 

Starting  with  1960  deductions  are  iklUded  into  the  summarized 
financial  plans  of  the  provinces,  autonomous  regions,  cities  under 
central  jurisdiction  and  of  the  country  for  a  unified  active  balanc¬ 
ing  of  both  the  budgetary  and  non-budgetary  financial  resources. 

The  portion  of  the  profits  that  are  left  in  the  economy,  their 
use  mostly  for  capital  construction  and  other  productive  expenditures 
signifies  that  the  enterprises  and  the  economic  organizations  settle 
not  only  production  expenses  and  turnover  expenses,  but  also  partially 
satisfy  their  needs  in  funds  for  expanding  their  basic  activities  on 
the  basis  of  their  profits  and  on  the  basis  of  receipts  from  the  sale 
of  products  and  from  services. 

The  perfection  of  methods  regulating  the  distribution  and  utili¬ 
zation  of  the  accumulations  of  the  state  enterprises  and  economic 
organizations  and  the  financial  economic  relationships  between  the 
enterprises  and  the  economic  organs  with  the  government  are  designed 
to  consolidate  the  principles  of  economic  accountability  and  the 
economic  regime. 
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